ECONOMIC DEVELOPMENT POLICY COMMITTEE
Thursday, April 29, 2021
9:00 a.m. —10:00 a.m.

Virtual/Microsoft Teams Meeting

Call-in number: 1-323-776-6996 Access Code: 831 836 193#

AGENDA

. Introductions

. Legislative update 5 minutes
(CEO)

. LACOE contract for Independence Job Readiness Career

Planning and Vocational Assessment 15 minutes
(DPSS)
. Blue Line Car 100 Project 20 minutes

(LACDA & City of Long Beach)

. Catalytic Development Fund update 15 minutes
(LACDA)

. Public Comment

NOTE:

Please send comments to EconomicDevelopment@ceo.lacounty.gov by
Wednesday April 28th at noon. They will be shared with the Committee prior to
the meeting.


mailto:EconomicDevelopment@ceo.lacounty.gov
mailto:EconomicDevelopment@ceo.lacounty.gov


























































Thank You!
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(Los Angeles County Development Authority)

CATALYTIC DEVELOPMENT FUND
PROGRAM GUIDELINES UPDATE




PROGRAM
OVERVIEW

Countywide redevelopment program with a

focus on publicly owned properties:

* Provide quality high housing and commercial opportunities
* Improve prospects for jobs and increased economic activity

« Reduce or eliminate blight
Program services provided:
« Access to pre-approved third-party consultants
« Development Project Management
 Analysis of project feasibility

« Developer procurement and approval
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PROPOSED GUIDELINE UPDATES

* Development of a Project Summary — Program Exceptions Flagged
 Creation of a Cover Memo Signed by the LACDA Executive Director
« Board Approval for Project Budgets in Excess of $100,000

* Adequate Description of Administrative Costs (already in Guidelines)

« Adeqguate Monitoring of Internal Controls — (already in Guidelines)



QUESTIONS’? Carey Jenkins

Carey.Jenkins@lacda.org
626.586.1854




CATALYTIC DEVELOPMENT FUND
PROGRAM GUIDELINES

PROGRAM BACKGROUND

On October 20, 2015, the County Board of Supervisors approved a series of programs
designed to foster economic development throughout the County of Los Angeles
(County). Known as the Economic Development Trust Fund (Trust Fund), allocations for
various activities were provided to encourage business growth and create job
opportunities. The Trust Fund would provide loans to small and medium-sized
manufacturers, as well as technical support to the bioscience industry. The Trust Fund
would also support other emerging industries, such as aerospace, health services and
trade; renovate old storefronts to revitalize local commercial corridors; and expand joint
investments with cities and community-based economic development organizations.

The Catalytic Development Fund (CDF or Fund) was one of the components of the Trust
Fund. Within the CDF were allocations designated for 1) predevelopment activities; and
2) property acquisition if sufficient resources were provided. These tasks are consistent
with broader County goals of building affordable housing, mixed-use, and transit-oriented
development. Moreover, these projects would prompt the creation of high-quality, high-
paying jobs for local County residents.

On July 12, 2018 the Economic Development Policy Committee (EDPC) directed Los
Angeles County Development Authority (LACDA), the lead agency overseeing the CDF,
to pursue alternative strategies for the funds that included more intensive predevelopment
activities. These activities include the use of staff resources and outside consultants
specializing in land use economics, land use planning, legal, environmental and CEQA,
site maintenance and security contractors, as well as architectural and engineering
professionals to conduct feasibility and related studies to confirm the viability of potential
development. LACDA staff would construct a request for proposals (RFP) seeking
developer responses to the extent that properties are determined to be good candidates
for development and reuse. Because of the relatively small allocation of CDF available,
site acquisition remained an option if the fund was increased from $20 million to $25
million.
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PROJECT EVALUATION

Effective evaluation of sites for possible development consists of a series of key factors
and include: 1) establishing a minimum criteria; 2) determining geographic relevance; 3)
confirming if the site and the proposed project meet a Board-identified Strategic Policy
Priority; 4) identifying the appropriate “stage of readiness” for the proposed project; and
5) effectively analyzing the financial viability of the project and its ability to attract enough
capital to move forward.

1) Minimum Criteria to establish a project — All requests should be endorsed by a
Supervisorial District. Funds should be allocated to reimburse predevelopment
activities with an emphasis on the initial stages of project feasibility.

Excluded projects would include those that already have a dedicated funding
source or sources available to determine their feasibility and/or project completion.
The following projects are excluded from further consideration:

Single-use housing

Single-use open space

Single-use public buildings

Financing, refinancing, or construction costs

2) Geographic Relevance — Projects must be within Los Angeles County and should
reflect priority communities that experience the greatest need for economic
development and revitalization. Potential ways to identify priority communities
include:

Former Redevelopment project areas
NMTC-eligible census tracts

Low-income or high unemployment areas
Federally designated Opportunity Zones
Blighted commercial corridors
Unincorporated areas of Los Angeles County
In or near key County assets

3) Strategic Policy Priority — Based on detailed feedback from the District Offices,
CDF projects should support the following:

e Encourage greater density, such as vertical development that includes

multi-family housing or commercial uses above ground-floor retail, tech,
medical or industrial campuses, or reactivation of large, vacant buildings.
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e Increase transit-oriented development around existing or planned high-
volume rail or bus lines.

e Connect commercial uses to affordable housing, either within
comprehensive mixed-use projects or as adjacent development to
affordable housing projects; or

e Leverage existing County assets, by redeveloping County properties or
supporting new development near key County properties.

4) Stage of Readiness — Proposed projects should have a clear path to development
and possess one (1) or more of the following indicators of project readiness:

e Site control or path to site control. A controlled site could be owned by the
County, owned by a willing seller ready to transfer it to the County or
development partner. A site owned by a private party capable of
development, or under option or purchase contract to the County, or a
development partner for further development. Identification of a vacant or
underutilized property is not site control.

e Project sponsor, or a path to a project sponsor who will bear the
development risk (County, other public agency, or private party including
non-profit organizations with demonstrated operational and financial
capacity). A project sponsor should be clearly identified — be it to the County
or a private party. An expressed community desire for development is not a
project sponsor. If the County has site control, then a plan to RFP to a
developer is reasonable. If a private party lacks balance sheet equity,
creditworthiness, or development expertise, there should be a development
partner in place or identified.

e Viable use or uses identified. That use should be consistent with underlying
land use plans, specific plans, current or achievable zoning, and community
interests. If commercial space is to be leased, indications of interest from
tenants indicates viability. If new construction is intended, infrastructure
capacity should be sufficient or achievable. The property should be free of
environmental issues or be remediable to an appropriate level for the
intended use.

e Entitlements (entitled by right or clear, obvious path to entitlements). A
property should be entitled by-right for its intended uses or an obvious path
to entitlement should exist. Required zone changes or plan amendments
are indicators that a project may not be ready for some time. Similarly,
required licenses or regulatory approvals that are difficult to achieve are
indicators of a delayed project.

5) Financial Viability — Proposed projects should demonstrate financial
sustainability and, except for certain affordable housing development, maintain
financial viability without the need for ongoing subsidy or other financial support.
Elements of financial viability include:
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e Revenue-producing operations, whether by leasing to stable tenants or
owner-occupancy by an existing and successful enterprise. Commercial
occupancy by County departments should be considered revenue-
producing to the extent that they have stable long-term budgets and can
execute long-term leases. If a revenue stream is not obvious, the project
should have reasonable revenue projections that are in line with market
conditions.

e Ability to attract private financing whether debt or equity investment. A
project with an attractive vision, reasonable proforma, and a credible
sponsor should be able to attract financing. Project proformas are required
to estimate supportable debt. Equity commitments in addition to sponsor
equity, is a tangible sign of long-term financial viability.

e Public subsidy is clearly identified with a path to obtaining commitment. To
the extent that a project cannot reach breakeven or financial viability at
stabilization, it should secure upfront subsidy to reduce initial costs until
viability can be achieved. A commitment, or plan to achieve those gap funds
indicates a higher likelihood of viability.

EVALUATION CRITERIA

The Project Summary Form supersedes the Project Evaluation Matrix described below.
The Project Summary Form better meets Program objectives outlined in the
recommendations of the April 14, 2021 letter from LACDA to the Auditor-Controller. It also
better aligns with the July 2, 2020 Board Motion that divides CDF Program funds equally
amongst all five District Offices. In doing so proposed projects are no longer compared
with others outside their own Supervisorial District. The Project Summary Form describes
the proposed project, including the anticipated budget and any possible CDF Program
exceptions that may arise. This document is then forwarded to the District Office for
review and approval (A).

Once the Project Summary Form has been reviewed and approved by the District Office,
LACDA staff will use this as the authorizing correspondence to move the project forward.
It will also initiate the creation of a Cover Memo documenting the approval of the project,
the budgeted amount and any CDF Guidelines exceptions that may require Board
approval. This Cover Memo is signed by the LACDA Executive Director and placed in the
Project files for documentation purposes (C).
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GOVERNANCE AND DECISION-MAKING PROCESS
The parties involved in this process include:

e EDPC - authorizes program and monitors performance

e LACDA - administers program, contracts with consultant teams and provides
reports

e Internal Diligence Team (LACDA or County staff) — conducts evaluation of
projects under certain financial threshold

e External Diligence Team (financial consultants) — produces independent
rigorous review of requests above financial threshold
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DECISION-MAKING THRESHOLD

Projects that come before LACDA are initially assessed and a scope of work for
determination of project feasibility is completed. Depending on the estimated size of the
feasibility budget the following actions are taken (D):

e Budgeted requests over $100,000 will require Board approval which is consistent
with the approval authority protocols established for the LACDA Executive
Director.

e Requests over $300,000 would generally require a more rigorous review
conducted by the LACDA Internal Diligence Team, and if necessary, External
Diligence Team (contracted consultants) and presented to EDPC for review prior
to Board consideration.

OPTIONS FOR LONG TERM SUSTAINABILITY
Future funding options for long-term sustainability of the CDF should include:

e Reimbursement of initial CDF investment through property sales or ground lease
payments for non-County-owned properties

e Reimbursement of CDF investment through permanent financing of project

e Receipt of ground lease payments for County-owned properties

These strategies assume successful project completion.

SITE CONTROL STRATEGIES

Key site control strategies are available and should be pursued in conjunction with the
use of the CDF. They include the following scenarios:

Pursue existing County-owned properties

Engage other public agencies and gain access to their properties

Enter into joint development agreements with other agencies

Work with other County departments, including CEO Real Estate Division, to
promote the use of public-private-partnership (P3) development opportunities for
County facilities to be developed on non-County owned land
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SITE ACQUISITION

The use of the CDF does not presently include site acquisition. This option should be
revisited regularly to confirm the feasibility of using the Fund for the purpose based on
available resources and after consultation with the EDPC. To the extent this becomes a
viable option, LACDA staff would return to the EDPC with more detailed
recommendations for the use of the Fund to acquire land within the context of the current
Guidelines, overall project pipeline and timing for the use of funds.

ADMINISTRATIVE PROCEDURES

The following Administrative procedures have been implemented to effectively manage
program activities and better account for program outcomes. These procedures include
the following:

e Guidelines are presented to the Board for approval when substantive changes are
being recommended and EDPC has provided its review and concurrence.

e Updates to the Guidelines will be conducted on a regular cycle, for example every
two (2) years. This will allow for updates to occur that are consistent with changing
market conditions and Board policy goals and objectives.

e Regarding management monitoring controls, program operations staff have
engaged LACDA'’s Grants Management Unit (GMU) to set up a self-monitoring
process to confirm procedures and practices are being adhered to in a reasonable
manner that can be easily documented and validated. This includes the
implementation of monitoring forms, checklists, file documentation and other
program best practice tools and techniques (E).

e Presently, GMU is responsible for monitoring Community Development Block
Grant (CDBG) funded projects on behalf of the County and for various participating
cities that utilize these funds. Furthermore, GMU is recognized by the U.S.
Department of Housing and Urban Development (HUD) as a subject matter expert
in the administration of CDBG funds and can overlay these monitoring/audit
techniques onto the CDF to maintain proper administrative controls.

ADMINISTRATIVE COSTS

The Guidelines will be consistent with the Community Development Block Grant (CDBG)
administrative guideline (Notice CPD 13-07). The Guidelines breakdown administrative
costs in two (2) categories: program administration costs (PAC) and activity delivery costs
(ADC) (F).

Program Administration Costs (PAC): Costs attributable to program administration.
These costs include, but are not limited to:

Guidelines Submitted to EDPC (04.29.2021) Page | 7



Salaries of executive officers, director, and staff with general program oversight
responsibilities.

Overhead costs such as office space, computers, etc., for staff employed in
carrying CDF program administration.

Staff time spent for the development of general program policies and procedures,
such as the monitoring of overall program performance.

Activity Delivery Costs (ADC): Costs incurred for implementing and carrying out
projects or activities, including direct and indirect costs integral to the delivery of the
activity. These costs include, but are not limited to:

Compensation of employees for the time devoted to the activity.

Overhead costs for staff in carrying out activity.

Costs of materials acquired, consumed, or expended by staff in carrying out a
specific activity, such as office supplies, etc.

Consultants, architectural, appraisals, title environmental, property maintenance,
legal, printing, mail, and construction management costs directly tied to the specific
activity.

Travel costs incurred specifically for carrying out activities such as visits to the job
site.

USE OF FUNDS OUTSIDE OF UNINCORPORATED AREAS

When Funds are being considered for use outside of unincorporated areas of Los Angeles
County, for example within the jurisdiction of individual cities in Los Angeles County, a
formal authorizing action of the Board of Supervisors must be obtained.

ALLOCATION OF FUNDS BETWEEN DISTRICT OFFICES

Annual allocation of Funds will be divided among the five (5) District Offices. At the end
of each fiscal year any Funds left unallocated that would otherwise go to specific projects
will be added to the allocation proposed for the new Fiscal Year and divided equally
among the five (5) District Offices thereafter.
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CATALYTIC DEVELOPMENT FUND GUIDELINES - SUMMARY OF CHANGES (PRESENTED TO EDPC — APRIL 29, 2021)

Section

Deleted Language

Added Language

Comments

Requested By

Implementation of a Project Summary
form to obtain project approvals by the

This better aligns the CDF Program with the recommended actions
outlined in the audit response letter to the Auditor-Controller dated

Addition

: Auditor-Controller

(A) | Evaluation Criteria N/A District Office thét also SpECIer.S arTy April 14, 2021.
proposed exceptions to the Guidelines.
Removal of the Evaluation Matrix to be superseded by the Project Summary Form as

(8) | Evaluation of Criteria EvaIuathn Matrix N/A described in (A) above..Th|s.better allgns the CDF Program with thg Deletion: LACDA Staff
for tracking of recommendations outlined in the audit response letter to the Auditor-
projects. Controller dated April 14, 2021 and the July 2, 2020 Board Motion.

Creation of a Cover Memo signed by the | This better aligns the CDF Program with the recommended actions
. o LACDA Executive Director acknowledging | outlined in the audit response letter to the Auditor-Controller dated N .
(C) | Evaluation Criteria N/A approval from the District Office and any | April 14, 2021. Addition: Auditor-Controller
potential Program exceptions.
Requests under
.. . $300,000 are Obtain BOS approval for project This better aligns the CDF Program with the recommended actions Deletion: Auditor-Controller
Decision-Making . - . . . . .

(D) Threshold reviewed and feasibility budgets exceeding $100,000. outlined in the audit response letter to the Auditor-Controller dated LACDA Staff
approved by LACDA April 14, 2021. Addition: Auditor-Controller
staff.

In conjunction with LACDA Grants Management Unit (GMU) self-
(E) Administrative N/A Guidelines should provide for adequate monitoring tools established to confirm guidelines, procedures, and Addition: Auditor-Controller
Procedures monitoring of Internal Controls. practices are adhered to in a reasonable manner, easily documented and
validated on a regular basis — currently in the Guidelines.
Guidelines should reflect a method for Provides a consistent method of accounting for specific project delivery
(F) | Administrative Costs N/A identifying an appropriate administrative | (direct) costs versus those associated with program delivery Addition: Auditor-Controller

cost level.

(administrative) costs — currently in the Guidelines.
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